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To  Kis  Ho r. our, 


J.C.  Bov/en, 


Lieutenant  Governor  of  the  Province  oi’  Alberta, 


Edmonton,  Alberta. 


Sir 


I  have  the  honour  to  transmit  the 
Twenty-eighth  Annual  Report  of  the  Department  of  Telephones 
for  the  ■  .  r  ending  March  31st,  1940« 


I  have  the  honour  to  be.  Sir, 


Your  obedient 


W.  A.  SPALOW 


Minister  of  Railways  &  Telephones 
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EcLnontonj  March  lai: ,  1941 


Hon«  V/illieia  A.  Eallcw, 

Minister  of  Railways  &  Telepiiones 
EDMONTON,  Alberta, 


Sir: 


Report  of  t 
March  31st , 

1820,221081 


Herewith  is  sribrnitted  the  Twenty  Eighth  Annual 
he  Alberta  Governiaent  Telephones  for  the  3/ear  ended 
1940o 

The  net  incohLe  frora  operations  for  the  year  'was 
,  and  was  distributed  as  follows:  Reserve  for 


Bepreciaticn  and  Replacement  of  Plant  ^1524,797,17;  Reserve  for 
Pension  Hand  |50,000,C0;  For  the  reduction  of  Corporate  Deficit 
$245,424.64.  The  Corporate  Deficit  now  stands  at  $1,570,100.13, 

Again  Exchange,  Toil  and  Rural  Revenues  show  slight 
increases  and  again  the  increased  business  is  to  some  extent  re¬ 
flected  in  slightly  increased  operating  costs. 


Ca'pital  payments  for  the  sale  of  plant  to  Rural 
Mutual  Telephone  Companies  are  'now'  practically  complete  vfalle  old 
accounts  due  by  forraer  r'ural  subscribers,  novj  considered  uncollectible, 
st^nd  at  $70,297.03, 
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For  comparative  purposes  details  of  operating 
revenue  and  expense  follow: 


Urban  Revenue 

Increase 

J|49,769.24 

3. 81/. 

R'cral  Revenue 

Increase 

3,573.23 

2.63/ 

Toll  Revenue 

Increase 

59,903.57 

5  c  63/ 

Operating  Expense 

Increase 

11,534.58' 

1.65/ 

Maintenance  Expense 

Decrease 

15,709o53 

4.61/ 

Urban 

stations  show  a 

gain  of  1,079  and  rural 

of  576 

for  the  year,  as  compared  with  corresponding  gains  of  2S9  and  402  in 
1S53  and  1,30?  and  666  in  1939. 

The  following  tables  compare  Telephone  Earnings,  Expenses 
and  Stations  for  the  last  decade. 


Telephone 

Telephone 

Number  of 

Earnings . 

Evoenses . 

Telephones 

1931 

$3,555,292.00 

•$1,471,534.00 

57,827 

1932 

2,269,721.00 

1,344,260.00 

50 , 065 

1953 

2,561,721.00 

1,205,834.00 

rz  c:  ^ 

'id,  OGJ, 

1934 

2,330,553,00 

1,068,205.00 

40,285 

1935 

2,297,367.00 

1,038,189.00 

36,535 

1936 

2,357,432.00 

1,017,195.00 

34,046 

1957 

2,410,761.00 

1,034,142.00 

32,060 

1933 

2,495,769,00 

1,075,134.00 

.,32,303 

1959 

2,572,847.00 

1,108,933.00 

33,575 

1940 

2,692,474.00 

1,111,264.00 

34, 652 

‘.I  ■- 
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Interest  and  Sinking,  i'Unds 


1931 

1932 

1933 
1934- 
1935 
193S 
1937. 

1938 

1939 

1940 


1,461,234„00 
1,521,199.00 
1,572 5 295 .00 
1,560,222.00 
1,575,197.00 
1,571,390.00 
979,750.00 
847,093.00 
835,885.00 
722,561.00 


Except  for  an  expected  increase  in  local  telephone 
connections  and  some  associated  increase  in  long  distance  revenues 
due  to  the  rapidly  grovring  war  development,  the  current  operations 
of  the  utility  follow  anticipated  trends  with  no  unusual  developments 
requiring  special  note  in  this  report. 

There  is  little  question,  hov;ever,  that  with  in¬ 
creasing  vj&'r  activity  the  utility  may  be  faced  with  some  difficulties 
incident  to  rapid  temporary  expansion,  delayed  delivery  and  increasing 
costs  of  materials  and  equipment,  and  minor  difficulties  due  to 
enlistment  and  possible  increase  in  employee  living  costs.  These 
things  are,  however,  anticipated  in  the  current  plans  and  budgets 
of  the  several  operating  officials. 
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As  alv;aysj  I  am  happy  to  record  my  appreciation  of 
the  effort  of  the  officials  and  employees  with  whom  I. am 
associated. 


Your  obedient  servant, 


j.D.  BAKER 


C  0  M  M  E  R  C  I  A  L 


CCNDEESED  STATION  REPORT  -  Year  ended  March  31st  ^  1940. 


'Exchange  Subscribers’'  Stations  SojSQO 
Exchange  Subscribers’  Extensions  5.523 
Exchange  P.A.X.  Sub.  Stations  gOS 
Exchange  P.B.Z.  Sub.  Stations  2,S30 
pa]y*  Ouatj-Ons  S53 
Toll  Stations  205 
Private  A.B,  Line  Stations  oS 
A,G.T.  ’’Z”  Line  Stations  296 

Total  Alberta  Government  Telephone  Stations  54,552 


Number  of  Rural  Mutual  Telephone  Co.  Stations  16,850 


STATT2viENT  OF  EXCHANGE  fc  TOLL  OFFICES  IN -THE  PROVINCE: 


Year  ended  March  51st,  1940. 


Number 

Number 

Number 

Number 


of  Alberta  Government  Telephone  Exchanges  £79 
of  Alberta  Government  Telephone  Toll  Offices 
of  Alberta  Government  Tel.  Exchange  Stations 
of  Alberta  Government  Tel.  ”X’'  Line  Stations 


Number 

Number 

■Number 

Number 


of  Rural  Mutual  Telephone  Companies 
of  Rural  Mutual  Telephone  Co.  Stations 
of  Connecting  Exchanges,  Edmonton  &  Banff 
of  Connecting  Exchange  Stations 


783 

2 


20S 

34,150 

296 

34,552 
16,850 
19 , 604 


TOTj 


71,106 


PLANT 

TOLL  WORN  UNDSRTAICEN  MB  COMPLETED: 

April  1st,  1959  to  March  31st,  1940. 
Constructed 


Pole 

Miles 

21.50 

Wire 

Miles 

120.80 

Pole 

Miles 

454- .  65 

Rebuilt 
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C-sneral  Statistics  for  Year  Ending 
March  51,  1940 


Ti-aff ic  Payroll  Offices  . . .  o ...... . 

Offices  giving  Continuous  Service  .................  i,  . 

Toll  Centers  ....................................... 

Tributary  Offices  .................................. 

Number  of  cities,  towns  and  hamlets  in  Alberta  having) 

Telephone  connection) 
Number  of  ’‘Out"  ticuets  , completed  and  billed  o....... 

Offices  using  teletype  for  departmental  business  ..... 

lanes  .90. .00.9. ...... ...00. 

?» 

part  phantom  and  part  physical  L.D.  lines... 
II  19  carrier  L.D.  lines  ........................ 

"  "  Morse  L.D.  lines  .......................... 

Physical  L.D.  circuit  mileage  . 

iicllx  uOm  e»«d.»cooou«»stf«i>oo9««o«> 

Carrier  "  "  "  "  ...................... 

Morse  "  "  "  "  ...................... 


Number  of  physical  L.D 
"  "  phantom  "  ” 

(9  99 


36 

120 

7? 

<1-22 

1,034 

2,100,616 


45 

39 

15 

4 

20,216.7 

4.152.1 

2 . 941 . 1 


O,'! 
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Included  in  the  above  is  the  Peace  River  District  which  is 
composed  of  the  following: 


Toll  Centers  ................ 

Tributary  Offices  ........... 

Number  of  physical  L.D.  lines 
"  "  phantom  "  "  " 

91  19  part  phantom  and  part 

Physical  L.D.  circuit  mileage 
Phantoia  "  "  "  " 


physical  L.D.  lines... 
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S'catement  E 


BALMCE  SHEET  AS  AT  mRCH  51,  lC40o 


ASSETS 


in  Service: 


Leal  estate 

$1,630,693,47 

bquipment 

3,748,454.42 

£x change  lines 

3,428,573.55 

Toll  lines 

6,412,083.76 

':-v-r.tory  and  supplies: 

Office  furniture  and 

fixtures 

$  87,205,48 

Tools  and  vehicles 

52,057.44 

Supplies 

347,628,12 

'■  rrcnt  assets: 

Cash 

$  370,171,41 

Accounts  receivable, 

less  reserve 

126,675,01 

Inrorest  receivable 

450,00 

Prepaid  expenses 

16,412,46 

Unbilled  custom  work 

and  sundry  debtors 

10,421.11 

''-■■cial  funds: 

Sinking  f’and,  cash  and  investinents 

(book  value)  12^325,378.47 

Pension  and  death  benefit  fund, 

cash  and  investments  (book  value)  780,035.28 


i'ierred  charges,  capital  losses 
■  Oneratlng  Deficits: 

Debenture  discount,  less  sinking  fund 
reserve  on  debentures  redeemed 
Foreign  exchange  capitalised,  1932-1935 
Losses  on  sales  and  abandornnent  of 

rural  lines,  toll  lines  and  equipment- 
Loss  on  revaluation  of  inventories,  1923, 
less  amounts  written  off 
Adjustment  of  toll  and  exchange  plant 
values,  1955 

Adjustment  of  accrued  interest  and 
sirl:ing  fund,  1923-1924 
Accumulated  deficit  on  operations, 
Statement  C 


I  672,537.40 
422,332.43 

8,217,632,52 

300,000,00 

243 , 563 ,33 

391,075,99 


1,570,100, 


*  Of  which  $50,000,00  was  transferred  to  Pension 
and  Death  Benefit  Fund  and  $75,000,00  to  a 
D,.preciation  and  Renewal  Reserve  Fund  after 
V-arch  31,  1940, 


$15,218,010,20 


u2S , 891 , 04 


524,130,99 


3,105,411,75 


11.817,448,85 

$31,151,892,83 
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LIABILITIES 


Statement  Bu  Contd. 


•..-ital  liabilities: 

'labentures  and  treasury  bills 


|2?,533,751„19 


'..rrent  liabilities: 

Accounts  payable 

Accrued  debenture  interest,  not  due 
Unearned  revenue 

.".'.eerves : 

linking  fund  reserve 

Pension  and  death  benefit  fund  reserve 
Depreciation  and  renewal  reserve 
Special  reserve 


.  :..:onton,  Alberta, 

August  12,  1940. 


254,363,75 
33 , 566  o61 


12,325,376.47 

830,035.28 

150,000.00 

5,061.30 


307,653.03 


5..  310, 473. 55 

fe, 151, 892 .83 


I  have  audited  the  books  and  accounts  of  the  Alberta 
Icvernment  Telephones  for  the  year  ended  March  31,  1940,  and  the  above  Balance 
.A.set  and  accompanying  Statement  of  Earnings  are  correctly  prepared  therefrom. 

Net  surplus  for  the  jrear  amounted  to  $320,221.31  of  vdiich 
.'924,797.17  was  transferred  to  depreciation  and  renevml  reserve  and  $50,000.00 
,;'s  set  aside  as  a  special  contribution  to  the  Pension  and  Death  Benefit  Eund 
end  the  remainder,  $245,424.64,  was  transferred  to  the  accumulated  deficit. 

Deb-:  ■  ure  interest  was  paid  at  reduced  rates  in  accordance  with  the  provisions 
cf  c.-_ipter  11,  1936,  Statutes  of  Alberta  (Second  Session).  Provision  for 
.^inking  fund  charges  is  not  included  in  the  accounts. 

No  provision  has  been  made  for  depreciation  accruing,  on 
'.ci:.  and  exchange  systems  except  $524,797.17  transferred  from  operations  to 
depreciation  reserve.  Charges  against  the  reserve  during  the  year  araounted 
tc  3474,797.17  leaving  an  increase  in  the  reserve  of  $50, 000-. 00.  The  reserve 
ar.Gunted  to  $150,000.00  at  March  31,  1940.  ■ 

'The  above  Balance  Sheet  does  not  reflect  cash  transfers 
of  $50,000.00  to  the  Pension  and  Death  Benefit  Eund  and  $75,000o00  to  a 
Jopreciation  and  Renewal  Reserve  Eund' which  were  transferred  after  March  31,1940. 
A  farther  transfer  of  $75,00p.00  is  required  to  bring  the  Depreciation  smd 
.  P.enev/al  Reserve  Eund  up  to  the  amount  of  the  reserve  shown  in  the  Balance  Sheet. 

During  the  year  valueless  telephone  sets  and  supplies 
mounting  to  $38,915.17  were  written  off  reducing  the  inventory  to  $347,628.12. 

A  large  portion  of  the  remaining  inventory  consists  of  obsolete  exchange  sets 
supplies  removed  from  service.  No  additional  provision  has  been  made  for 
Oopreciation  and  obsolescence  and  I  am  of  the  opinion  that  a  further  amount  of 
.'100,000.00  will  he  required  to  reduce  the  inventory  to  a  reasonable  valuation. 
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Statement  B  Contd. 


Accounts  receivable  sliovm  on  the  Balance  Sheet  are  sumraarized 

belov/: 

Current  subscribers'  accounts  ^)120,590«S9 

Unbilled  toils  27,86S„57 

Due  from  former  su’i-'scribers  70,297o03 

Less:  Reserve  for  uncollectible  accounts 


I  126,676.01 


During  the  period  under  review  former  subscribers'  accounts  in  the 
amount  of  t38j681.67  vrere  written  off  and  the  reserve  for  uncollectible 
accounts  is  considered  to  be  adequate. 

The  liability  to  the  Province  of  Alberta  in  respect  of  advances 
made  during  the  years  1926  and  1927  was  retired  in  full  by  payment  of 
$164. 000 » 00  to  the  Provincial  Treasurer. 

Pension  and  death  benefit  fund  assets  are  subject  to  the  comments 
contained  in  the  certificate  attached  to  the  Pension  and  Death  Benefit  Pund 
Balance  Sheet . 

Tne  accumulated  deficit  on  operations  is  set  forth  on  Statement  C, 
The  reduction  of  $445,128.73  represents  the  reversal  of  entries  made  during 
the  three  years  ended  March  31,  1939,  in  respect  of  sinking  fund  provisions 
charged  to  operations  but  not  paid  into  the  fund. 

Subject  to  the  foregoing  remarks,  I  certify  that,  in  my  opinion, 
the  above  Balance  Sheet  is  properly  drawn  up  so  as  to  shew  the  financial 
position  of  the  Alberta  Government  Telephones  as  at  March  -31,  1940,  and  the 
accompanying  Statement  of  Earnings  correctly  sets  forth  the  result  of 
operations  for  the  year  ended  at  that  date. 


$  218,756.59 
92,080.53 


OKAS.  M.  LAR’G- 


ACTING  PROVINOIAL  AUDITOR 
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statement  C 
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CONDENSED  STATEMENT  OF  EARNINGS 


For  the  year  ended  March.  31, 

1940 

Telephone  Operatin^^  revenue : 

Exchange  earnings 

?!!1,356,491.95 

Connecting  companies  rentals 

.  139,620.50 

'iVil  !  ('..M  rn  i  iig;i  .'ll;! 

,115,505.57 

j-iCsa ;  Tull  interchange 

112  ,106.20 

1 ,003,399.37 

^i;2,499,51i.S2 

Telephone  operating  expense; 

Operation  ^ 

715,343.60 

Maintenance 

283, 814  .s  51 

99  9, 153. -.11 

Net  telephone  earnings 

^1,500,353.71 

Add;  Sundry  earnings; 

Directory  revenue  S 

36,633.69 

Miscellaneous 

44,222.69 

Interest  earned,  etc. 

1,742.00 

82,598,38 

Total  gross  income 

$1,532,952.09 

Deduct : 

interest  ^ 

704,493.40 

Commission,  exchange  and  contingencies 

2,228,69 

706,727.09 

Operating  surplus 

1  876,225.00 

Deduct;  Other  charges; 

Pension  fund  contribution  $ 

40,169.59 

'  New  York  and  London  exchange 

15,833.60 

58,003.19 

Ne|t  Surplus  before  providing  for  depreeiation 

1  * 

■$  820,221.81 

!  ’  ■ 

Allocated  as  follows: 

Depreciation  and  Renev/al  Reserve; 

Current  years  charges  f 

474  .,7  9 7, 17 

Additional  provision 

50,000.00 

Contribution  to  Pension  and  Death 

Benefit  Fund 

'  50,000.00 

ppmai ■ndar  transferred  to  Deficit  Account 

245,424.64 

t  820,221.81 


11  - 


statement  C  Contd. 


DEFICIT  ACCOIMT 


deficit  at  March  31,  1939  2,096, 653 o55 

Add;  Remainder  of  Province  of  Alberta  subvention  repaid  164, 000 c 00 


2,260,653.55 


Deduct ; 

Sinking  fund  charges  for  three  yee/rs 

ended  March  31,  1939  I  370,929,57 

Accrued  sinking  fund  charges  74,199,18 

~  ”  445,128,73 


1,815,524.82 

Deduct; 

Unallocated  surplus  for  year  ended  March  31,  1940  245,424.64 


Deficit  at  March  51,  1940  ^  1,570,100.18 
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